Approved For Release 2009/07/22 : CIA-RDP89B00708R000500030007-5
BAFC-1045
Copy 3 of &

5 May 1955

Dear Sam:

Enclosed herewith for your reviev is a basic contract form, with
Schedule, Appendix I, and Exhibit I formats.

In view of the uncertainty introduced by the increased prices in
your quote of April 25, 1955, the Price Redetermination clause has not
been completed in the Schedule. On the basis of this quote we cannot
agree to an incentive type redetermination clause and suggest for your
consideration the use of a Form III or Form IV clause with the estadlish-
ment of a reasonable maximum price in the case of the Fora III, or the
establishment of an agreeable target price in the case of the Form IV
vith provision for upward escalation in the event of unforseen contingencies.

Appendix I cannot, of course, be completed at the present time since
the over-all scope of work to be included in the contract is not settled.

Your quote of April 25, 1955, with inclusion of items (G & A, profit,
project coordination services, and incentive features) attridutabdle to
your sdministration of the subcontract at a total expense to us in an
amount much greater than we deem appropriate very strongly suggests the
possibility, if not necessity, for our contracting separately with you
for your phase of the work and separately with the subcontractor for his
phase of the work. In such event we would coansider the inclusion in your
phase of the work of a cost item (or fixed sum) for your providing coordin-
ation of the technical activities of the two contracts, if such services
are required. We would handle the sdministrative aspects of both contracts
ourselves.

Again with reference to sny revision you may contemplate with res-
pect to your most recent quote we should like to have the following items
gset forth individually rather than lumped with other categories:

a. Labor
b. Owerhead applicable to labor (rate or rates and amount)
c. Material (and purchased components)

d. Toocling
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¢. Subcontracts - (May include sub's labor, material, overhead,
profit, etc. - Subcontracts here does not
include purchase orders for material)

f. Consulting services

8. Other
- B. G &A and selling expense (indtcate percentage for each)
1. Prorit

With respect to your overhesad, G & A and selling expense accounts
Ve should iike to have your most recent Department of Defense determina-
tlinona in this regard in the detail vhich 1a customary for reviev of
these items.

1 would appreciate your views on the above comments and on the
appropriateness of the attached form to Serve as & contractual mechanigm
for a separate contraect for your work alone or for the combined phases
of work. Ancther Possibility is a cost type contract for Your phase of
the work, provided a wutuslly agreeable estimated cost and fixed fee can
be negotiated. Perbaps we Can exbhange views by phone on the possibil.
ities before arrangements of our next meeting so that such aseting may
be conclusive as to the final Degotiations. In any svent, a completely
revised proposal clarifying the entire cost aspects of your April 25, 1955
Proposal appears appropriate before additional time and effort is expended
on another meeting.

Very truly yours,

- Geo.

GFK/1b

Dist. 0 - P& E
1l -~ Master file
1l - Service file
1 - Chrono
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